BEFORE THE PUBLI C SERVI CE COWM SSI ON
OF THE STATE OF DELAWARE
IN THE MATTER OF THE SALE, )
RESALE, AND OTHER PROVISION ) P.S.C. REGULATI ON DOCKET NO. 10
OF | NTRASTATE TELECOW )
MUNI CATI ONS SERVI CES )

FI NDI NGS, CPI NI ON AND ORDER NO. 3283

AND NOW TO WT, this 18th day of June, 1991, the
Comm ssion enters this Findings, Opinion and O der.

l. BACKGROUND

The Conmmission initiated this docket on its own notion
on May 1, 1984 by Oder No. 2550 to "receive evidence, comments
and information from all interested parties concerning the
devel opnent of a conprehensive policy or regulation governing the
sal e, resale and other provision of Del aware Intrastate
Tel ecommuni cations Services." By Oder 2568, dated July 17, 1984,
the Comm ssion nodified Order 2550 to expand the scope of this
docket "to include therein a consideration of the feasibility,
propriety and legality of attaching privately owned pay tel ephone
equi prent (al so known as "Custonmer Oaned Coin Qperated Tel ephones”
or "COCOIs") to the tel ephone network." However, on Cctober 9,
1984, at the request of D anmond State Tel ephone, the Conmm ssion
entered Order 2590, which created a new and separate docket for
t he consideration of the issues concerning COCOTs.

Staff thereafter filed proposed Rules and Regul ations to
govern the provision of certain intrastate teleconmunications
servi ces. By Oder 2722, dated March 4, 1986, the GConmm ssion
determned to seek and consider witten and oral comments or

subm ssions by any person relative to Staff's proposed Rules and



ordered the Comm ssion Secretary to circulate copies of and hold
the Rules available for public inspection at the Conm ssion's
Dover and WImngton offices, and to cause newspaper publication
of a notice to the public inviting comments.

O der 2722 further designated Leroy A Brill as Hearing
Exam ner in this docket and authorized himto schedul e and conduct
full and conplete evidentiary hearings and to develop an
evidentiary record concerning the sale, resale and other provision
of intrastate telecomunication services wthin the State of
Del aware, and, based thereon, to report his findings and
recommendations to the Conm ssion.

On Cctober 28, 1986, the Comm ssion by Oder No. 2784
divided this proceeding into two phases: Phase | to consider the
Rul es proposed by Staff, and Phase Il to consider the overall
issue of whether conpetition in the provision of intrastate
t el ecommuni cation service should be permtted in Delaware and, if
so, what |evel of access charges mght properly be inposed by
D anond State Tel ephone Company ("DST') for the wuse of its
facilities by other interexchange carriers. M. Brill was
designated as Hearing Examner for both Phases. AT&T
Communi cations of Delaware, Inc. ("AT&T"), MI Tel econmuni cations
Corp. ("MC"), US. Sprint Comunications Corp. ("Sprint"), the
Ofice of the Public Advocate ("OPA') and Sinon's Data Services
("Simon's") all were granted authority to intervene in this

docket . However, only Staff, DST, MI, Sprint and AT&T



participated actively."’
The Hearing Examner received witten coments and
scheduled and held several hearings wth witten pre-filed

evi dence whi ch was cross-exam ned during February and March, 1987.

The Conm ssion retained an independent consultant,
CGeorgetown  Consulting G oup, I nc., ("Georgetown”) to nake
recommendati ons concerning conpetition and preparation of the
proposed rul es. Following the hearings and another round of
comments, GCeorgetown issued its "Staff Report" dated April 16,
1990 which recommended authorization of limted conpetition and
subm tted Proposed Revised Rules ("Second Proposed Revised Rul es")
governi ng such conpetitive service. Public notice and opportunity
for inspection of the Report was duly published and comments again
solicited with a cut-off date of July 1, 1990 (later postponed by
the Exam ner for one nonth at the request of DST). Conmments were
received from DST and from the intervening interstate exchange
carriers. Staff issued its second Staff Report, dated Cctober 5,
1990 (" Second Report™) incorporating sonme of these criticisns and
suggesti ons. Witten comments were again filed by DST and the
| XCs.

The Hearing Examner held a final hearing in Dover on
Novenber 14, 1990 for the purpose of clarifying the remnaining

issues to be determned by the Exam ner. The Exam ner issued his

! AT&T, M and Sprint are sonetinmes referred to herein
jointly as the "Interexchange Carriers” or "IXCs".



Consol i dated Report and Recommendations on both phases of the
proceeding to the Conm ssion on February 8, 1991. Staff and DST
filed Exceptions to the Hearing Exam ner's Consolidated Report on
March 1, 1991. Staff filed further revised Proposed Rules ("Third
Revi sed Proposed Rules"™) together with its Exceptions. The matter
cane on for consideration by the Commssion at a regularly
schedul ed Comm ssion neeting on March 19, 1991 at the Conm ssion's
offices in Dover, Delaware. Argunent was presented by DST, Staff,
AT&T, M and Sprint. This Findings, Qpinion and Oder of the
Comm ssion is based upon the record in this proceeding, the
Consol idated Report of the Hearing Examner, the Exceptions
thereto and the argunents presented to the Conm ssioners on March
19, 1991.

1. COWPETITION IN THE PROVI SI ON OF | NTRASTATE
TELECOVMUNI CATI ONS SERVI CES

A Aut hori zati on of Conpetition

The threshold issue in this proceeding is whether the
| XCs and others should be authorized to conpete with DST, which
currently is the only authorized provider of intrastate tel ephone
service in the State of Delaware, and if so to what extent.

The Hearing Examner found and recommended to the
Conmm ssion that the authorization of conpetition would be of
benefit to telecomunications consuners in the nessage toll
("MIS"), credit card, bulk and resale markets. He also found that
conpetition, if authorized, would not substantially adversely

affect DST because potential revenue loss to DST could be largely



offset by access charges. The Hearing Examner found this
particularly to be so if 1+ presubscription is not authorized and
DST is allowed to remain the primary carrier of intrastate tol
traffic.

The Hearing Exam ner found that if allowd to conpete,
the I1XCs would energe as real conpetitors in the tel ephone
services market, although he advised that the Comm ssion nonitor
t he devel opnent of conpetition closely. The Hearing Exam ner
further found that certain benefits could be expected under
conpetition, such as: a wider range of choices of products and
services offered, inproved efficiency and innovation, and |ower
prices. Accordingly, the Hearing Examner recomrended that
Comm ssion authorize intrastate telecomunications conpetition in
each of the above listed four areas.

DST opposed authorization of conpetition in the MIS and
credit card markets. The conpany argued that if such conpetition
is authorized, it is likely to lose revenues which may not
necessarily be conpletely offset by its ability to charge for
access or even its retention of 1+ Dialing. DST clains any such
| ost revenues W ll increase pressure on basic rates.

Staff took no position on the question of authorizing
MIS conpetition. Although Staff generally favors the devel opnent
of conpetition, Staff points out that the |IXCs have shown little
interest in entering the intrastate MIS market at this tinme and
cautions that deregulation may sinply allow DST to take advantage

of the lack of real conpetition to raise prices.



The | XCs supported the Hearing Exam ner's finding. Ve
agree with the Hearing Exam ner and hereby authorize conpetition
in the follow ng markets: 1) nessage toll service (3-1, Mdelland
opposed); 2) credit card conpetition (3-1, Mdelland opposed); 3)
resale (except DST's flat rate business service) (4-0); and 4)
bul k services (i.e., WATS, 800 service and private |ine services)
(4-0).°7

DST clainmed that if it is required to inplenent 1+
Intralata Presubscription on an intrastate basis with the 1XGCs,
its toll revenues will be devastated. The |IXCs countered that as
long as DST retains its nonopoly on the 1+ Dialing service, true
conpetition in the telecomunications market is wunlikely to
devel op. Staff recommended that DST should remain the sole 1+
carrier and that toll presubscription not be approved since this
conpetitive advantage for DST would bal ance the revenues DST is
likely to lose through conpetition in MIS. The Hearing Exam ner
agreed, as does the Conm ssion. (4-0). The result should be
increased conpetition without a significant adverse inpact on
basi ¢ | ocal exchange service rates.

B. Access Char ges

Since the Commission by this Oder determnes that it
will accept and consider applications for Certificates of Public

Conveni ence and Necessity to provide intrastate tel ecommunication
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The parenthetical indicates the votes of the Comm ssion on
noti ons presented. Conm ssioners voting against a notion are
naned. Conm ssioner Twilley did not participate in the
del i berations, due to absence.



services in Delaware, it wll be necessary to determne on what

basis the I XCs and others may gain access to the D anond State

nonopoly | ocal exchange network. Al parties are in agreenent
that the Conm ssion, in a separate docket, will need to determne
appropriate access charges. However, in the interim Staff and

the |1 XCs proposed that DST should be directed to use its FCC
approved interstate access charges as tenporary charges under
bond. In contrast, DST wurged that the Comm ssion delay
impl emrentation of this Oder until the Commssion has had the
opportunity to develop appropriate access charges in a new and
separate docket. In the alternative, D anond State asks that any
interim access charges be set at $0.01 above the FCGC approved
interstate access rates. The Hearing Exam ner recomended that we
adopt the IXCs' and Staff's position. However, the Conm ssion
will not require DST to set interim access charges based on the
FCC-approved interstate access charges. Dianond State represented
at the hearing that it would pronptly file its intrastate access
charges for interim application starting July 1, 1991.
Subsequently Dianond State has received our authorization to file
that tariff wth an effective date of August 1, 1991.

The |XCs argue that D anond State enjoys an inherent
conpetitive advantage due to its ability to collect access charges
from conmpetitors. Since the I XCs will have to recover the anount
of these charges fromtheir end user custoners, while DST inposes
no access charge on its end user custoners, the IXCs claim DST

will always be able to underprice them and thus prevent effective



conpetition. They therefore urge that D anond State be required
to inpute access charges into its owm end user rates. Staff and
D anond State both urge that the inputation issue be deferred to
t he access charge docket. The Hearing Exam ner recomended t hat
the Conmm ssion adopt a policy favoring inputation. Since it is
unnecessary to decide this question at this tine, we decline to do
so and will consider it in the separate access charge docket. (4-
0). Simlarly, we wll defer the question of whether D anond
State should be authorized to flexibly price its access charges to
t he access charge docket. (4-0).

C. Fl exible Pricing of End User Services

DST argues that in order to conpete effectively with the

I XCs it nmust be permtted to flexibly price its end user services.

The | XCs, except MI, agree that if there is unrestricted entry

in the toll nmarket, DST is entitled to sone flexible pricing
aut hority. Staff argues that D anond State's end user services
should continue to be subject to traditional regul atory
restraints, although with sone specific exceptions where
particul ar services have been shown to be subject to conpetition
The Hearing Exam ner recommended that we defer this question to
t he separate access charge docket.

The Conm ssion concludes that, as a general rule, where
true conpetition exists D anond State should not be restrained
from fair conpetition. Therefore, DST is authorized to flexibly
price its conpetitive end user services on the sane basis as

applicable to the 1 XCs; that is, in accordance with the Rules For



The Provision O Conpetitive Intrastate Tel ecommunications
Services discussed in Part IlIl of this Oder and attached hereto

as Exhibit A



D. Pur chase of Private Line and Special Access Facilities

The federally approved interstate tariffs contain
provisions which require the IXCs to permt their custoners to
purchase private line and special access facilities. Al parties

are in agreenent that any intrastate tariffs filed by any

tel ecommuni cations <carriers shall contain simlar provisions
allowwng the purchase of private line and special access
facilities from DST. The Hearing Exam ner recommended that we

adopt such a requirenent, and the Conm ssion agrees. (4-0).

[11. RULES

Apart from the question of whether the conpetition in
intrastate telecomunications service should be authorized in
Del aware (as the Comm ssion has herein determned it should) the
Comm ssion nust decide the form of Rules governing the provision
of such service. As explained above, the Staff submtted Second
Revi sed Proposed Rules with its second Staff Report dated Cctober
5, 1990. It submtted further revised Rules (the "Third Proposed
Rul es”) which conforned the proposed Rules with its Exceptions to
the Consolidated Report of the Hearing Exam ner. These Revi sed
Proposed Rules contain several provisions which are discussed
bel ow.

A Rul e 15

The Second Revised Proposed Rules submtted by Staff to

the Hearing Examner did not distinguish between DST and any

conpeting carriers; therefore, presumably they would apply equally
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to both. By the Third Revised Proposed Rules, Staff proposed to
add a new Rule 15 which would distinguish between the "dom nant”
and "nondom nant" providers and would exenpt the "dom nant
carrier" (i.e., DST) from coverage under the Rules. Under Rule
15, DST would remain "under traditional regulation generally" wth
speci al exceptions to be carved out as appropriate. D anond State
objected to the addition of new Rule 15, on the ground that if
conpetition is to be authorized, DST nust be free to conpete on a

| evel playing field. W agree and do not adopt proposed Rule 15.

(4-0).
B. Rule 8
Rule 8 governs the introduction of new service options
or offerings and changes in existing tariffs. As proposed by

Staff, Rule 8 requires 60 day notice to the Comm ssion before
maki ng such changes or introducing new options or offerings. The
Heari ng Exam ner recommended a nuch abbreviated waiting period
that is, 10 day notice for introduction of new services or
options, 14 days notice for price increases and 5 days notice for
price decreases. In its Exceptions, Staff proposed a further
revision to Rule 8 which would nmake the Hearing Examner's
abbreviated schedule applicable only to those services which are
conpetitive, and retain the 60 day schedule for all other
servi ces. W Dbelieve that this further nodification 1is
appropri ate.

Rule 8 further requires the carrier to file information

sufficient to establish the existence of actual conpetition for

11



the particular service. As proposed by Staff, the Rule requires
the carrier to file such information by service, custoner
categories, and locations to which the tariff applies. DST
objects to the |anguage concerning "location" because, in DST s
view, this may be taken to inply that the I XCs are authorized to
offer particular services only in certain areas. DST asks that we
strike the phrase "and locations.” The Conm ssion need not decide
the question at this tinme and, therefore, the phrase "and
| ocations” will be renmoved fromRule 8 and is adopted. Subject to
this nodification, Rule 8(a) and 8(b) of the Third Revised
Proposed Rul es are adopted. (4-0).

The remaining question concerning Rule 8 is whether it
applies to Dianond State as well as to the other carriers. By our
rejection of Rule 15, we have decided that it does.

C Rule 14

Rule 14 requires all persons subject to the Rules to
provide service in accordance with the Tel ephone Service Quality
Regul ations the Comm ssion adopted in PSC Regul ati on Docket No.
20, Oder 3232. Rule 3.5.1.G of the Service Quality Regul ations
i mposes a 60 day notice period for the introduction of new rates
or services. There is thus a possibility of conflict between Rule
14, which by reference requires conpliance with the 60 day notice
period of Rule 3.5.1.G of the Service Quality Regulations, and
Rul e 8a, which adopts a shortened notice period where services are
denonstrated to be conpetitive. W therefore deemit appropriate

that Rule 14 be nodified to be consistent with Rule 8a. (4-0).

12



The Rul es attached as Exhi bit A hereto have been so nodifi ed.
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D. Rule 11

Rul e 11 establishes that, as a rule, teleconmunications
service shall be offered pursuant to tariff. However, Rule 11
aut horizes carriers, in response to direct conpetition, to offer a
tariffed service by contract wth individual custonmers if the
carrier denonstrates affirmatively to the Commssion that there is
actual conpetition for the service and that the proposed rates are
at least equal to increnental costs. The issue concerning Rule 11
is whether Dianond State as well as the | XCs should be authorized
to enter into individual custonmer contracts for services
denonstrated to be conpetitive. As di scussed above, we believe
these Rules, including Rule 11, should apply equally to D anond
State as to other carriers. (3-1, Phillips opposed). O course,
all wutilities are still bound by statute to provide non-
discrimnatory service at just and reasonabl e rates.

E. Rules 6(c) and 6(f)

Rul es 6(c) and (f) inpose certain reporting requirenents
on applicants for Certificates of Public Convenience and Necessity
to becone tel ecormunications providers. The |IXCs argue that these
reporting requirements are too burdensone, however, Staff believes
that they wll be useful. These reports indeed w Il provide
information useful to the Conm ssion in tracking the effectiveness
of conpetition, and for this reason we adopt them (3-0, Lester
not voting).

F. Remai ni ng Rul es

To the extent that Staff Third Revised Proposed Rules

14



have not been specifically discussed herein, we hereby adopt them
(3-1, Phillips opposed.) The text of the Rules so adopted is
attached hereto as Exhibit A

V. SIMON S DATA SERVI CES COVPLAI NT

By Order No. 3049 in P.S.C. Conpl aint Docket No. 295-89,
the Comm ssion transferred a conplaint by Sinon's Data Services
against MJ to this docket. The conplaint alleged that M
provi des WATS/ 800 service in Delaware and holds itself out to
Del aware custonmers as providing intrastate service wthout
aut hori zati on. The Hearing Exam ner recommended that we dismss
this action since it is nmade noot by the authorization of
conpetitive intrastate t el econmuni cati ons servi ces. The
Comm ssion agrees. (4-0).

NOW THEREFORE, |IT IS HEREBY ORDERED TH S 18th DAY OF
JUNE, 1991, THAT:

1. The Conmi ssi on will accept and consi der
applications for Certificates of Public Convenience and Necessity
to provide intrastate tel econmuni cations services in Delaware from
proposed providers of such services other than The D anond State
Tel ephone Co.

2. The Commssion wll permt The Danond State
Tel ephone Co. to charge under bond, on an interim basis, subject
to refund, the proposed access charges to be filed until such tine
as the Comm ssion determnes the appropriate |evel of access

char ges.
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3. The Dianond State Tel ephone Co. is authorized to
flexibly price conpetitive end user service in accordance with the
Rules for the Provision of Conpetitive Service adopted by
paragraph 5 hereof and attached hereto as Exhibit A

4. Any intrastate tariff filed by any
t el ecommuni cations carrier shall contain provisions simlar to the
provisions of the carrier's federally approved interstate tariffs,
allowing customers to purchase private lines and special access
facilities fromDi anond State Tel ephone Co.

5. The "Rules for the Provision of Conpetitive
I ntrastate Tel ecommuni cations Services" attached hereto as Exhibit
A are hereby adopted and pronul gated by the Conm ssion to govern
the provision of such services in the State of Del aware.

6. The effective date of this Order shall be July 1,
1991.

7. The Conmmi ssion reserves the jurisdiction to enter
such other Oders in this matter as nmay be deened necessary and

proper .
BY ORDER OF THE COMM SSI ON:

/s/ Nancy M Norling
Chai r man

Vi ce Chair man

/s/ Donald D. Phillips
Conmi ssi oner

/s/ Joshua M Twilley
Conmi ssi oner

[s/  John R Mdelland
Conmi ssi oner

16



ATTEST:

[ s/

Nor neSher wood

Asst. Secretary
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EXHBITA
DELAWARE PSC RULES
FOR THE PROVI SI ON OF COVPETI Tl VE
| NTRASTATE TELECOMMUNI CATI ONS SERVI CES

Applicability: Any person (carrier) offering intrastate

t el ecommuni cations services for public use wthin the
State of Delaware (originating and termnating within the
State, without regard to how the person decides to route the
traffic) is subject to the regulation of the Public Service
Conm ssion (hereafter, "Comm ssion") of the State of
Del awar e.

Persons subject to these regulations (i.e., carriers
offering service for public use) include resellers of WATS
and other bulk telecommunications services and facilities-
based carriers. Persons providing tel ephone service through
custoner owned, coin operated (or pay) telephones (COCOTS)
are governed by the Conmm ssion Rules in Regul ati on Docket No.
12 regarding (COCOTS) as the sane may fromtinme to tinme be
anmended. The Comm ssion reserves the right to exenpt any
person ot herw se subject to these Rules fromthe operation of
any portion of such rules for good cause shown after notice
and heari ng. To the extent that existing tariffs of The
D anond State Tel ephone Conpany as of the effective date of
these Rules establish rules and regul ations inconsistent with
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these Rules then, and in that event, the tariff shall

control.
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Rule 1 -

Definitions

a.

b.

"COCOT" neans Custoner Omed, Coin Operated (i.e.,

pay) Tel ephone.

"TELECOMMUNI CATI ON SERVI CE" OR " TELEPHONE SERVI CE"

means the transmttal of information, by neans of

el ectronic or electromagnetic, including |ight,
transm ssion with or without benefit of any cl osed
transm ssi on nmedi um including al
instrunmentalities ancillary thereto, equipnent,
facilities, apparatus, and services (including the
col l ection, storage, forwarding, swtching, and
delivery of such information) used to provide such
transm ssion including directory, information and
operator service. "Telephone Service" does not

i ncl ude, however:

1. the rent, sale, or |ease, or exchange for
carrier certificated prior to the effective
date of these Regulations and only then to
the extent that the regulation of its
provision is not Federally preenpted.

2. t el ephone or tel ecomuni cations answeri ng
servi ces, paging services and physical pickup
and delivery incidental to the provision of
information transmtted through el ectronic or
el ectromagnetic nedia, including |Iight
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C.

transm ssi on.

3. Community antenna television service or Cable
Television Service to the extent that such
service is utilized solely for the one-way
distribution of such entertainnment services
with no nore than incidental subscriber
interaction required for selection of such
entertai nment service.

"REGULATED TELECOMMUNI CATI ONS CARRI ERS' - neans

persons who provide telephone service for public

use within the State of Delaware. For purposes of
regul ati on by the Del awar e Public Service

Conm ssion the term "Regulated Tel ecomruni cations

Carrier" specifically does not include:

1. t el ephone service that is provided by or owned
and operated by any political subdivision,
public or private institution of higher
education or nunicipal corporation of this
State or operated by their |essees or
operating agents for the sole use of such
political subdi vi si on, public or private
institution of higher l|earning or nunicipal

cor porati on.

2. a conpany which provides telecommunications

services solely to itself and its affiliates
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Rule 2 -

or nenbers or between points in the sane
bui I di ng, or between closely |ocated buil dings
which are affiliated through substanti al
common ownership and does not offer such
services to the avail abl e general public.

3. providers of telephone service by either
primarily cellular technology or by donestic
public | and nobile radio service.

d. "I NTRASTATE" neans tel ecomuni cations services that
originate and termnate wthin the State of

Del anare, wthout regard to how the <call is

swi tched or routed.

Certification Requirenent. Al l per sons (carriers)

wi shing to provide public intrastate teleconmunications
services within the State of Delaware are required to
file with the Comm ssion an original and ten (10) copies
of an Application for Certificate of Public Conveni ence
and Necessity. Such application shall contain all the
information and exhibits, hereinafter required and may
contain such additional information as the Applicant
deens appropriate to denonstrate to the Conm ssion that
it possesses the technical, financial and operational
ability to adequately service the public interest and
that the public convenience and necessity requires or
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Rule 3 -

Rule 4 -

Rule 5 -

will require the operation of such business.

Notice. Notice of the filing of such an application

the Public Advocate, and to such other entities as may
be required by the Conmm ssion. Each applicant shall
publish notice of the flling of the application in two
(2) newspapers having general circulation throughout the

State in a formto be prescribed by the Comm ssi on.

Li cense Requirenent. Each applicant for a Certificate

shall denonstrate that it is legally authorized and
qualified to do business in the State of Delaware,
including having received all licenses required by the
Division of Revenue of the State of Delaware and by
local authorities wthin the area of proposed operation

within the State.

Identification and Billing of Intrastate and Interstate

Traffic. Persons (carriers) seeking to provide
intrastate telecomunications service within the State
of Delaware shall be required in their filings to set
forth an effective plan for identifying and billing
intrastate versus interstate traffic, and shall pay the
appropriate Local Exchange Conpany for access at its
prevailing access charge rates. |f adequate neans of
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Rule 6 -

categorizing traffic as interstate versus intrastate are
not or cannot be developed, then, for purposes of
determning the access charge to be paid to the | ocal
exchange conpany for such wundetermned traffic, the
traffic shall be deened to be of the jurisdiction having
the higher access charges and billed at the higher

access char ges.

Additional Requirenents. Applicants shall be required

to present substantial evi dence supporting their

financial, operational and technical ability to render

service within the State of Del aware. Such evi dence
shall include, but is not limted to:
a. Certified financial statenents current w thin

twelve (12) nonths of the filing. Publicly traded
Applicants nmust file their nobst recent annua
report to shareholders and SEC Form 10-K O her
indicia of financial capability may al so be fil ed.

b. Brief narrative description of Applicant's proposed
business in Delaware and its operations in other
states. Identifications of states in which
Applicant presently is providing service, and for
whi ch service applications are pending.

C. Three year construction, nmaintenance, engineering
and financial plans for all services intended to be
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provided within the State of Delaware wth a
techni cal description of the equipnent which wll
be used to provi de such services.

Rel evant operational experience of each principal
of ficer responsible for Del aware operati ons.
Specific description of Applicant's engineering and
t echni cal expertise showi ng Applicant's
qualification to provide the intended service
including the nanmes, addresses and qualifications
of the officers, directors and technical or
engi neeri ng personnel who will be

operating and/or nmaintaining the equipnent to be
used to provide such service.

Description and map of the Applicant's owned,
| eased, and optioned facilities existing and
planned to exist within the State of Delaware in
the next three years. A so, map show ng points of
presence within the State of Del anare. Al such
descriptions and maps shall at all tinmes be kept
current and are to be updated as changes are known
to the Applicant during the processing of the
application and thereafter if the application is
appr oved.

|f the applicant does not require deposits, advance
paynments, prepaynents, financial guarantees or the

Page 8 of 16



like from custoners and charges only for service
after it has been provided, then no bond shall be
required. O herwi se, applicant shall file a bond
with a corporate surety licensed to do business in
Del awar e guar anteei ng the repaynent of all custoner
deposits and advances wupon the termnation of
servi ce. The Bond need not be filed with the
application but no certificate will be issued to an
Applicant and no Applicant may commence business
unti | Appl i cant files such Bond wth the
Comm ssion. The anount of the Bond wll be the
greater of (1) 150% of the projected balance of
deposits and advances at the end of three years of
operations or (2) $50,000. If at any time the
actual anmount of deposits and advances held by the
hol der of a Certificate issued after the effective
date of this regulation exceeds the anount
projected, the amount of the Bond with surety shall
be increased to conply with the requirenent in the
precedi ng sentence. Continuation of the Bonding
requi renent after the first three years will be at
the discretion of the Commssion which upon
application may dispense with the Bond requirenent
for good cause shown.

Copi es of State Business License issued by Del anare
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Rule 7 -

Rule 8 -

Di vi si on of Revenue.

Tariffs and Cost Studies. Each application for a

Certificate of Public Convenience and Necessity shall
include proposed initial tariffs, rules, regulations,
ternms and conditions of service specifically adapted for
the State of Del aware. Initial tariffs shall Dbe
acconpanied by cost studies or other supporting data
establishing the reasonabl eness and sufficiency of the
proposed rates and charges. Qher supporting data filed
in lieu of a cost study nust clearly establish the
econom ¢ basis for nanagenent's decision to enter the
Del anare market for each of the proposed services.
Copies of Applicant's tariffs, and terns and conditions
of service in other jurisdictions nust be provided to
t he Conm ssion upon request. Applicant's tariffs nust
include specific policies for custonmer deposits and
advances, for pronpt reconciliation of custoner billing
problens and conplaints, and for tinely correction of
service problens. Applications nmust provide and keep

current the name, address and telephone nunber of

Applicant's Del aware Resi dent Agent.

New Options or Oferings.
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Conpetition exists - Persons (carriers) seeking to

introduce a service option or offering under this
section shall file information sufficient to
establish the existence of actual conpetition for
the services and customer categories to which the
tariff applies.

After initial certification, a per son
(carrier) may introduce new options or
offerings ten (10) days after nmaking a tariff
filing with the Comm ssion. A change to an
existing tariff can be inplenented upon fourteen
(14) days notice for price increases and five (5)
days notice for price decreases. The tariff filing
shall be acconpanied by cost studies or other
supporting data establishing the reasonabl eness and
sufficiency of the proposed rates and charges.
O her supporting data filed in lieu of a cost study
must clearly establish the economc basis for
managenent's decision to propose the option
offering or tariff change.

Conmpetition does not exi st - Af t er initial

certification, a person (carrier) may introduce new
options or offerings, or change an existing tariff,
60 days after making a tariff filing with the

Conm ssion. The tariff filing shall be acconpanied
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Rule 9 -

Rule 10 -

by cost studies or ot her supporting data
establishing the reasonabl eness and sufficiency of
t he proposed rates and charges. Q her supporting
data filed in lieu of a cost study nust clearly
establish the economc basis for nmanagenent's
decision to propose the option, offering or tariff
change. New options, offerings or tariff changes
may be suspended in appropriate cases but normally
will be allowed to take effect upon 60 days noti ce;
however, the Conm ssion may for good cause shown
waive this requirement and allow the tariffs to go

into effect upon shorter notice.

Abandonnent or Discontinuation of Service. No person

(carrier) shall abandon or discontinue service, or any
part thereof, established within the State of Del awnare
wi thout prior Comm ssion approval and w thout having
previously mnade provision, approved by the Comm ssion,
for paynent of all relevant outstanding liabilities

(deposits) to custonmers within the State of Del anare

Reports to be provided to the Conm ssion. Al persons

(carriers) certificated to provide Intrastate telephone
service for public use after the effective date of these
Rul es shal|l provide such information concerning Del anare
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operations to the Public Service Conmssion as the

Commi ssion may fromtine to tine request.

a.

The accounting system to be used is the Uniform
System of Accounts of the Federal Conmunications
Conmm ssion or other uniform system of account
previously approved in witing by the Chief
Account ant of the Conm ssion.
Al reports required by these rules to be submtted
to the Commssion shall be attested to by an
officer or manager of the carrier, under whose
direction the report is prepared, or if under trust
or receivership, by the receiver or a duly
aut hori zed person, or if not incorporated, by the
proprietor, nmanager , superi nt endent, or other
official in charge of the carrier's operation.

Al periodic reports required by this Conm ssion

nmust be received on or before the follow ng due

dates unless otherwi se specified herein, or unless
good cause is denonstrated by the carrier:

1. Annual reports: one hundred twenty (120) days
after the end of the reported period.

2. Special and additional reports: as may be
prescri bed by the Conm ssion unless good cause
to the contrary is denonstrated.

The annual report shall include standard financia

Page 13 of 16



reports (balance sheet, statenent of operations,
supporting schedules, etc.). This report shall
al so I ncl ude (i) t he sane after-the-fact
information that nanagenent is provided concerning
the nmeasurenent of performance provided in
Del aware, (ii) the information used to determ ne
the Delaware Income Tax liability, and (iii)
financi al and operating information for the
smal | est managenent wunit that includes Delaware.
Additional information to be provided includes:

1. Intrastate revenues (net of uncollectibles) by

servi ce category;
2. Intrastate access and billing and collection

cost by service category;

3. Total nunber of custoners by service category;

4. Total intrastate mnutes of use by service
cat egory;

5. Total intrastate nunber of calls by service
cat egory;

6. A description of service offered;

7. A description of each conplaint received by

service category (in the form of a single
Conpl ai nts Log); and,

8. Verification of deposits, custoner advances,
t he bond requirenent and the bond with surety.
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NOTE: Al

Rule 11 -

reports filed pursuant to the requirenent of this
trade secrets and commercial or financial information
obtained from a person which is of a privileged or
confidenti al nat ur e. Such reports to receive
confidential treatnment nmust be clearly and conspi cuously
marked on the title page as containing proprietary
i nformation. Each page wth the report containing
informati on deened by the Conpany to be proprietary in

nature shall be so marked.

D scrim nation Prohibited. No person (carrier)

shal |l unreasonably discrimnate anong persons requesting
a tariffed service within the State of Del awnare. The
Conmm ssion directs that the operating rule shall be

service pursuant to tariff. If, in specific instances,

a carrier wishes to provide service pursuant to contract
as a response to direct conpetition, that carrier 1is
required to denonstrate affirmatively that (i) the
request is in response to actual rather than potentia
conpetition and (ii) that the proposed contract
structure and rates are at |east equal to increnental

cost.

Any finding of unreasonable discrimnation shall be
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grounds for suspension or revocation of the Certificate
of Public Convenience and Necessity granted by the
Comm ssion as well as the inposition of nonetary and
other penalties pursuant to 26 Del. C_ Sections 217,
218.
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Rule 12 - Suspension or Revocation of Certificate. Excessi ve

subscri ber conplaints against a person (carrier) shall
be a basis for suspension or revocation of a carrier's
Certificate of Public Convenience and Necessity if,
after hearing, the Comm ssion determ nes such conplaints
to be neritorious. In all proceedings, the Comm ssion
shall give to the person (carrier) notice of the
al l egations nade against it and afford the carrier wth
an opportunity to be heard concerning those allegations,
prior to the suspension or revocation of the carrier's
Certificate of Public Conveni ence and Necessity or other
formal action. The burden of establishing the adequate

provision of service is upon the utility.

Rule 13- Blockage. Persons (carriers) who intentionally or ot herw se
equi prent available to the public are required:
a. To file for a Certificate of Public Conveni ence and
Necessity under these rules, unl ess al ready
certified by the Comm ssion; or
b. To imediately block such intrastate traffic so

that certification is no | onger required.

Rule 14 - Service Quality. Al persons subject to these Rules

shall provide tel ephone service in accordance w th such
Tel ephone Service Quality Regulations as the Conmm ssion
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has adopted in PSC Regul ati on Docket No. 20, O der No.
3232. An Applicant seeking to be exenpted from any
portion of those Rules should file an appropriate
application for exenption with the Conm ssion, pursuant
to Rule 1.2.3 of the rules adopted by the Comm ssion in
Order No. 3232 (PSC Regul ation Docket No. 20).
Upon a Commi ssion determnation that a specific

in Rule 8. a shall apply to that specific service of that
person (carrier) and the 60-day notice requirenment of
Rule 3.5.1.G as adopted in the Commssion's Order No.
3232 (Docket No. 20) shall no longer apply to it,

pendi ng future Comm ssion action.
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